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Detroit, Michigan 
February 28, 1946 

To the Stockholders of 
S. S. Kresge Company: 

It is our privilege to submit this our 34th Annual Report to Stockholders. A 
Consolidated Balance Sheet as at December 31, 1945 reports the condition of the 
S. S. Kresge Company and its wholly owned subsidiaries, the S. S. Kresge Company, 
Limited, a Canadian Corporation operating stores in Canada, and the Mount 
Clemens Pottery Company, manufacturers of dinnerware. A consolidated statement 
of income covers the results from operations of the combined companies for the 
calendar year 1945. 

Sales The 1945 sales volume amounted to $223,253,795, compared with 
$216,454,010 in 1944, or an increase of 3.15%. From the year 1940 each 
successive year has shown a sales volume substantially in excess of the preceding year 
thus establishing with each period a record volume for the Company. Both merchan¬ 
dising Companies have contributed to this result. 

Net Income The Net Income of the combined Companies amounted to 
$10,668,567, for the year 1945, after charging all expenses of 
the business and provision for Dominion and Federal Income and Excess Profits 
Taxes. This figure is comparable with $8,999,799 for the year 1944. This 1945 Net 
Income is equivalent to $1.93 per share and that of 1944 was $1.63 per share. 

Net Income for 1945, before provision for Federal Income and Excess Profits 
Taxes, amounted to $31,848,567, exceeding by $3,243,768, or 11.34%, the cor¬ 
responding 1944 figure. 

The cost to the Company for taxes of all kinds in 1945 amounted to $26,049,627 
equivalent to 11.67% of each sales dollar, or $4.72 per share of stock. The 1944 
comparable figures were $24,852,920, 11.5% of each sales dollar and $4.50 per share. 
The elimination of the Federal Excess Profits Tax for 1946 will provide substantial 
tax relief in respect of future operations. 

The Statement of Sales, Income and Its Distribution, included later in this 
report, shows the disposition of the Companies’ income and the relative participation 
in it of interested parties. 

Dividends Cash dividends of $1.25 per share totaling $6,862,396 were paid 
to stockholders in 1945. Payments were made in March, June and 
September at the rate of 25c per share and in December 50c, of which 20c was 
an extra dividend. 

There were distributed to the 24,185 Company stockholders, dividends totaling 
64.32% of the 1945 Net Income. We must, however, consider the charge to Surplus 
for additional Past Service Pensions, commented upon later, as requiring cash 
liquidation so that there is a 73.28% dividend distribution if Net Income less this 
item is considered. In 1944 73.20% of Net Income was distributed. 

An accumulating need, over the war years, for modernization of store properties 
will call for cash outlays substantially greater than was earlier anticipated. Increased 
inventories of merchandise are also likely to be desirable as merchandise becomes 
available following solution of industry’s problems. 








Current Position Net Working Capital of the Companies at December 31, 
1945, amounted to $58,857,253, or a ratio of 2.66 to 1. 
This is an improvement over December 31, 1944 of $8,655,164 when the ratio was 
2.40 to 1. A renewal of our modernization program in respect of store buildings and 
fixtures is likely to stop the accumulation of additional working capital common to 
the war years. 

Cash and Government Securities held at December 31, 1945 by the combined 
Companies were $69,396,169. At the same date a year ago the cash and govern¬ 
ment security position amounted to $61,926,413. Cash alone amounted to 
$33,780,817 at December 31, 1945 or a reduction of $5,593,089 from last year while 
holdings of U. S. and Canada Government bonds including tax Notes increased by 
$13,062,845. The maintenance of a strong cash position has been considered most 
important by your Board of Directors because of the necessarily large contemplated 
expenditures which are the subject of comment elsewhere in this report. 

Merchandise inventories at December 31, 1945 of $24,116,329 are but $356,371 
above the comparable figure at the end of 1944. It is expected that under normal 
market conditions merchandise inventories will exceed present stocks by a substantial 
amount. Valuation is the lower of cost laid down in the stores or current market. 
A fair margin for selling expenses and profit has been recognized in all the valuations. 

Liabilities Current liabilities at December 31, 1945 total $35,410,487. At the 
previous year end, current indebtedness amounted to $35,939,816. 
Accounts payable trade at $6,448,571 show a reduction from the figure of last year 
of $809,775 reflecting to some degree the scarcity of merchandise existing at the 
year end. 

Our real estate mortgages payable totaling $1,202,186 of which $43,396 is 
included in current liabilities show a modest increase due to mortgages necessarily 
given at the time of acquisition of certain desired properties. 


Reserves Normal annual provisions only have been added to Reserves for 
fire, casualty losses, public liability and compensation claims. It is 
believed that these reserves are sufficient to liquidate any pending or probable 
claims or losses. 

We have concluded, after five years* experience with our pension retirement 
plan, that benefits in the lower earning brackets are inadequate. Negotiations have 
been opened with the insurer to increase the annuity on the first $1,200 of annual 
earnings. We have considered it advisable to provide at this time, for the estimated 
cost of the increased annuities relating to past service. In accordance with the pro¬ 
cedure followed at the time our plan was established, we have credited the amount 
of $1,304,040 to the reserve for optional payments for purchase of past service 
annuities and have made a corresponding charge to surplus. 

There has been no addition to the reserve for possible post-war adjustments of 
merchandise values in 1945. We transferred to 1945 income an amount of $252,179 
to offset the loss on certain merchandise considered to have become valueless or 
materially reduced in value with the end of the war. It is to be expected other such 
losses may be sustained as industry returns to normal production. 

The reserve for post-war re-employment adjustment remains at the same figure 
of $500,000 as at December 31, 1944. Although there were some costs for re-employ¬ 
ment adjustments in 1945, they were minor and were charged to current operations. 










Retirements Under the Company’s retirement plan, adopted in 1937, the 
following men from our Administrative Offices, ceased active 
duty during the year: 

Mr. C. B. Tutde —Senior Vice President and Treasurer—46 years’ service 

Mr. R. A. Bell —Secretary—27 years’ service 

Mr. L. N. Bier —Buyer—30 years’ service 

Mr. R. G. Forshee—Personnel Director—34 years’ service 

By reference to our list of Directors and Officers, it may be observed that Mr. 
Tuttle continues as a Director and the new officers are Mr. W. G. Walters as Sec¬ 
retary and Mr. E. H. Todd as Treasurer—both men of several years’ association 
with our Company. 

Store Program At the end of 1945, there were 644 stores operating in the 

United States and 61 stores in Canada, a total of 705. This 
was a reduction of six units from 711 in the previous year. Four unprofitable stores 
were discontinued by reason of lease expirations and unfavorable conditions. Two 
stores were lost by fire and these are in process of restoration. 

We have plans for a considerable amount of building, renovation and moderni¬ 
zation for many branches. This program was halted during the war years but it is 
our intention to proceed as we are able to do so. At the moment, work is slow in 
getting under way because of material and artisan shortages and unusual costs. 

General Comment The successful ending of the war brought a sense of relief 
which more than counter-balanced the perplexities of 
operating in 1945 and your Company was able to produce the results recorded 
in this report. You have noted the improvement in sales and net earnings. 

With Victory accomplished, we have our greatest satisfaction in the return of 
many of our associates from service in the Armed Forces and they are being 
placed in positions of opportunity as rapidly as possible. There were 1875 men and 
women in the Service from our U. S. and Canadian Companies and many achieved 
distinction. They all have our respect and admiration. Their return should 
materially improve store management and service. We revere the 56 of our 
number who lost their lives. 

We are encouraged in our belief that 1946 will be a satisfactory year and the 
immediate outlook for our type of business is good. There are still some controls and 
conditions which do not permit the smoothest sort of operation but these will eventu¬ 
ally clear. So much depends upon the production and flow of goods—now insufficient. 

Our inventory is under control, our merchandising policy is flexible and our 
cash position should enable us to replenish stocks and make additions as they become 
available. 

The Directors and Management are deeply appreciative of the loyal and co¬ 
operative interest and efforts of all associates during the past year. 

By Order of the Board of Directors 



President 






S. S. K R E S G 

(A MICHIGAN 

AND SUBSIDIA 

CONSOLIDATED 

DECEMBER 31, 


ASSETS 


Current Assets: 


1945 1944 


Cash in banks, in transit and on hand _ 

U. S. A. and Canadian Government securities, at cost, 
including U. S. A. Tax Notes of $8,105,000 at Decem¬ 
ber 31, 1945 and $8,065,000 at December 31, 1944_ 

Miscellaneous accounts receivable, less reserve _ 

Merchandise and materials on hand and in transit, at 
lower of cost or market _ 


Other Assets: 

U. S. A. Government securities deposited in escrow, at 

cost_ 

Miscellaneous securities, at cost, less reserve_ 

Post-war refund of excess profits tax (Canadian Sub¬ 
sidiary only in 1945)__ 

Deferred Charges: 

Unamortized leasehold expenses, advance rentals, pre¬ 
paid insurance, supplies and other expenses.. 

Fixed Assets: 

Land and buildings at cost___ 

Reserve for depreciation (deduct)_ 

Leasehold improvements, at cost less amortization_ 

Fixtures and equipment, at cost_ 

Reserve for depreciation (deduct)_ 

Leaseholds as valued in 1916, less amortization_ 


$ 33,780,817 


35,615,352 

755,242 

24,116,329 

$ 94,267,740 


$ 73,787 

141,080 

841,208 

$ 1,056,075 


$ 3,009,495 


$ 59,972,958 
(11,954,030) 
14,342,332 
26,073,215 
(18,512,450) 
220,534 

$ 70,142,559 
$168,475,869 


$ 39,373,906 


22,552,507 

455,533 

23,759,958 
$ 86,141,904 


$ 83,977 

170,278 

3,885,000 
$ 4,139,255 


$ 3,218,745 


$ 58,492,565 
(11,358,665) 
15,962,051 
26,201,821 
(17,864,576) 
229,047 

$ 71,662,243 

$165,162,147 


Note: 

The only foreign subsidiary company is in Canada. The accounts of that company at December 31, 1945 and 
1944, are included in the consolidated balance sheet in United States dollars amounting to $3,824,271 at 
December 31, 1945 and $3,772,444 at December 31, 1944 for net current assets and deferred charges converted 
at the official exchange rates on those dates, $10,519,888 at December 31, 1945 and $9,789,990 at December 
31, 1944 for capital assets converted at the approximate exchange rates at dates of acquisition and $84,000 
at December 31, 1945 and $104,000 at December 31, 1944 for long-term liabilities converted at the approxi¬ 
mate rates of exchange at dates incurred. The results of operations of this subsidiary (net profit of $801,430 
in 1945 and $685,658 in 1944) are included in the consolidated income account in United States dollars con¬ 
verted as to depreciation charges at the rates applied in conversion of the related assets and as to other items 
at the yearly averages of the official exchange rates. 

J. E. HEARST 

Comptroller. 
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E COMPANY 

CORPORATION) 


R Y COMPANIES 


BALANCE SHEET 

1945 AND 1944 


LIABILITIES 


Current Liabilities: 


1945 1944 


Accounts payable—trade_ 

Accrued taxes, expenses and miscellaneous accounts pay¬ 
able.. 

Provision for U. S. A. and Dominion of Canada income 

and excess profits taxes (estimated)_ 

Real estate mortgages payable within one year_ 


$ 6,448,571 

7,487,448 

21,431,072 
43,396 
$ 35,410,487 


$ 7,258,346 

6,942,052 

21,409,835 
329,583 
$ 35,939,816 


Real Estate Mortgages Payable 


$ 1,158,790 $ 751,993 


r 


Reserves: 


For fire and casualty losses, public liability and compen¬ 


sation claims_ _ _ $ 4,166,763 

For optional payments for purchase of past service annui¬ 
ties under retirement pension plan (See page 2 of report 

to Stockholders)___ 1,450,000 

For possible post-war adjustments of merchandise values-. 2,927,821 
For post-war re-employment adjustments_ 500,000 


$ 9,044,584 


$ 4,056,461 


640,000 

3,180,000 

500,000 

$ 8,376,461 


Capital Stock and Earned Surplus: 

Capital stock— 

Authorized 10,000,000 shares at $10 par value 

Issued 5,517,872 shares including shares in treasury_ $ 55,178,720 

Earned surplus per statement attached___ 68,399,435 

Cost of 27,955 shares in treasury (deduct)_ (716,147) 

$122,862,008 
$168,475,869 

To the Board of Directors and 
The Stockholders of 

S. S. Krcsge Company: 

We have examined the consolidated balance sheet of S. S. Kresge Company and subsidiary companies as 
at December 31, 1945 and the consolidated statement of income and earned surplus for the year then ended. 
Our examination was made in accordance with generally accepted auditing standards applicable in the circum¬ 
stances, and included such tests of the accounting records and other supporting evidence and such other 
procedures as we considered necessary. 

In our opinion, the accompanying consolidated balance sheet and related consolidated statement of income 
and earned surplus present fairly the position of S. S. Kresge Company and subsidiary companies at December 31, 
1945 and the results of their operations for the year, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 

PRICE. WATERHOUSE & CO. 

Detroit, Michigan, Certified Public Accountants 

February 28, 1946. 


$ 55,178,720 
65,631,304 
(716,147) 

$120,093,877 

$165,162,147 











































S. S. KRESGE COMPANY 

AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENT OF INCOME AND EARNED SURPLUS 
FOR THE YEARS ENDED DECEMBER 31. 1945 AND 1944 


Sales_ 

Cost of merchandise sold and operating, general and 

administrative expenses, less income from rentals_ 

Taxes—other than U. S. A. and Dominion of Can¬ 
ada Income Taxes_ 

Provision for depreciation and amortization_ 


Other income: 

Interest received.._.. 

Liquidating dividends received from closed banks 
Miscellaneous_ 

Other deductions: 

Interest___ 

Loss on disposal of fixed^assets, etc_ 


Profit before taxes on income_ 

Provision for U. S. A. and Dominion of Canada in¬ 
come taxes (estimated): 

Normal taxes and surtaxes_ 

Excess profits taxes_ 

Post-war excess profits tax refund (Canadian 
subsidiary only in 1945) (deduct)_ 

Balance_ 

Special provision for fire losses (deduct)_ 

Transfer of portion of reserve for post-war adjust¬ 
ments to offset charge to costs for estimated loss on 
merchandise which became obsolete on termination 

of war_ 

Profit transferred to earned surplus_ 

Earned surplus at beginning of year_ 

Saving in taxes on income, resulting from deductible 
payments for purchase of past service annuities 

(see note)_ 

Provision for proposed purchase in 1946 and sub¬ 
sequent years of increased past service annuities 
under retirement pension plan adopted in 1941 
(see page 2 of report to Stockholders) (deduct)-. 

Deduct —Cash dividends on common stock—81.25 a 
share in 1945 and $1.20 a share in 1944_ 


Year 1945 
$223,253,795 

$183,097,032 

4,869,627 
3,361,585 
$191,328,244 
$ 31,925,551 

$ 604,673 

5,691 
36,777 

$ 32,572,692 

$ 53,611 

922,693 

8 976,304 
$ 31,596,388 


$ 5,300,000 
16,192,844 

(312,844 ) 

$ 21,180,000 
$ 10,416,388 


252,179 
$ 10,668,567 
65,631,304 


266,000 


Year 1944 
$216,454,010 

$178,907,568 

5,247,920 
3,535,125 
$187,690,613 
$ 28,763,397 

$ 348,707 

190,862 
66,14 4 
$ 29,369,110 

$ 46,138 

83,173 

$ 129,311 
$ 29,239,799 


$ 5,367,000 
15,905,000 

(1,667,000 ) 
8 19,605,000 

$ 9,634,799 
(635,000) 


$ 8,999,799 
62,941,395 


278,000 


(1,304,040 ) — 

$ 75,261,831 $ 72,219,194 

6,862,396 6,587,890 

$ 68,399,435 $ 65,631,304 


Note: 

Payments of $494,040 (after deducting refunds receivable from insurance company) in 1945 and $645,000 
in 1944 for purchase of past service annuities were charged to the reserve set aside for that purpose 
from surplus account in 1941. Such payments diminished taxes on income by approximately $266,000 
in 1945 and $278,000 in 1944. The amount of tax saving has been treated as general expense in the 
income account and added to surplus. 

J. E. HEARST 
Comptroller 







































































SALES INCOME AND ITS DISTRIBUTION 
YEARS 1945 AND 1944 


AMOUNT % TO 



1945 

1944 . 

1945 

Sales. . 

$223,253,795 

$216,454,010 

100.00 

Amounts taken in for mer¬ 
chandise sold. 

Cost of merchandise sold and 
expenses, exclusive of taxes, 
salaries and wages and inter¬ 
est paid 

150,702,970 

$ 72,550,825 

147,706,038 

$ 68,747,972 

67.50 

32.50 

Balance 

The amount remaining to pay 
taxes, wages and interest 
and including the net in¬ 
come of $10,668,567 in 1945 
and $8,999,799 in 1944. 

DISTRIBUTION 




1. Taxes _ 

$ 26,049,627 

$ 24,852,920 

11.67 

Real estate, personal prop¬ 
erty, State and Federal 
franchise and income 
taxes, sales taxes, licenses, 
etc. 

2. Salaries and Wages 

35,779,020 

34,214,115 

16.03 

The employees* share. 

3. Interest paid for use of bor¬ 
rowed money 

53,611 

6,862,396 

46,138 

6,587,890 

.02 

4. Cash Dividends 

3.07 

Paid to stockholders for use 
of their money—$1.25 on 
each share in 1945 and 
$1.20 a share in 1944. 

5. Earnings retained in the busi¬ 
ness including special pro¬ 
vision for fire losses in 1944 

3,806,171 

3,046,909 

1.71 


$ 72,550,825 

$ 68,747,972 

32.50 


SALES 

1944 

100.00 


68.24 

31.76 


11.48 


15.81 

.02 

3.04 


1.41 

31.76 













































BALANCE SHEET AND INCOME ACCOUNT COMPARISONS 


For your information comparative data relative to the balance 
sheet and income account has been prepared, after giving effect 
where necessary to a reclassification of certain items in prior years. 


Year 

End 

Dec. 31 

Excess of Cash 
and 

Gov’t Securities 
Over 

Current Liabilities 

Ratio of 
Current 
Assets 
to 

Current 

Liabilities 

Net 

Working 

Capital 

Percentage of 
Year End 
Inventories 
to Sales 

1936 

$ 4,801,258 

2.72 to 1 

$24,872,062 

13.24 

1937 

5,046,110 

3.18 to 1 

26,832,341 

13.88 

1938 

10,513,904 

3.55 to 1 

28,853,355 

12.10 

1939 

12,204,476 

3.31 to 1 

31,311,465 

12.20 

1940 

12,372,492 

3.14 to 1 

32,773,550 

12.66 

1941 

7,344,370 

2.70 to 1 

34,970,716 

15.46 

1942 

13,546,794 

2.55 to 1 

40,676,760 

13.42 

1943 

15,882,528 

2.41 to 1 

45,8-93,424 

14.27 

1944 

25,986,597 

2.40 to 1 

50,202,089 

10.98 

1945 

33,985,682 

2.66 to 1 

58,857,253 

10.80 


Year 

End 

Dec. 31 

Percentage 
of Fixed 
Assets 
to 

Total 

Assets 

Bank Loans 
and 

Funded Debt 

Net Earnings 
as Reported 

Dividends 

Declared 

Per 

Sales 

Dollar 

Per 

Common 

Share 

Per 

Sales 

Dollar 

Per 

Common 

Share 

1936 

64.13 

$6,216,615 

$.074 

$1.98 

$.049 

$1.30 

1937 

65.04 

4,263,344 

.069 

1.94 

.042 

1.20 

1938 

64.93 

4,080,012 

.060 

1.63 

.044 

1.20 

1939 

62.59 

3,394,637 

.068 

1.89 

.043 

1.20 

1940 

61.04 

2,284,975 

.063 

1.82 

.047 

1.35 

1941 

57.65 

1,215,895 

.054 

1.71 

.042 

1.35 

1942 

52.07 

1,319,484 

.040 

1.45 

.032 

1.15 

1943 

46.83 

1,203,652 

.041 

1.54 

.032 

1.20 

1944 

43.39 

1,081,576 

.042 

1.63 

.030 

1.20 

1945 

41.63 

1,202,186 

.048 

1.93 

.031 

1.25 






















TWENTY YEAR STORE AND SALES COMPARISON 


Year 

End 

Number 
of Stores 

Consolidated 

Sales 

Year 

End 

Number 
of Stores 

Consolidated 

Sales 

1926 

367 

5119,300,074 

1936 

734 

$149,523,435 

1927 

435 

133,847,477 

1937 

741 

155,204,790 

1928 

506 

147,465,448 

1938 

745 

149,285,601 

1929 

597 

156,456,732 

1939 

745 

153,911,145 

1930 

678 

150,508,126 

1940 

743 

158,678,509 

1931 

711 

145,838,039 

1941 

736 

176,184,464 

1932 

719 

124,536,620 

1942 

731 

198,679,843 

1933 

720 

125,972,803 

1943 

716 

206,040,378 

1934 

731 

137,667,131 

1944 

711 

216,454,010 

1935 

745 

138,339,968 

1945 

705 

223,253,795 


TEN YEAR COMPARISON TAXES COST 

(Real Estate, Personal Property, State and Federal Franchise 
and Income Taxes, Sales Taxes, Licenses, etc.) 


Year End 
December 31 

Dollar 

Cost 

Cost Per 
Common Share 

Per Cent to 
Sales 

1936 

$ 6,749,295 

$1.22 

$ 4.51 

1937 

7,438,563 

1.35 

4.79 

1938 

6,982,938 

1.26 

4.68 

1939 

7,585,499 

1.37 

4.93 

1940 

8,559,691 

1.55 

5.39 

1941 

12,667,407 

2.30 

7.19 

1942 

18,410,437 

3.34 

9.27 

1943 

20,709,695 

3.75 

10.05 

1944 

24,852,920 

4.50 

11.48 

1945 

26,049,627 

4.72 

11.67 






















